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Abstract 
This paper investigates whether Foreign Direct Investment (FDI) crowds-out domestic investment in Uganda. We analyse the effect 
on the aggregate economy and at sectoral level using data from 1992 to 2012. We obtain a robust neutral effect on the overall 
economy. At sector level, we find a crowding-out effect in four sectors; a crowding-in effect in two sectors and a neutral effect in 
three sectors. But generally, results are robust in only six sectors. Finally, an exogeneity test reveals that past economic growth 
rates do not influence the inflow of FDI, hence there is no endogeneity problem in our analysis. 
© 2015 The Authors. Published by Elsevier Ltd. 
Peer-review under responsibility of GLTR International Sdn. Berhad. 
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1. Introduction 
The emergence of Foreign Direct Investment (FDI) as one of the foremost forces of economic globalization in the 
last 50 years has generated both theoretical and empirical debate with respect to its costs and benefits to the source 
and host countries. One dimension of this debate concerns the crowding effects of FDI on domestic investment. It is 
well-known from FDI literature that one of the fundamental motives driving most developing countries to embrace 
FDI is the promise that multinational companies would come along with assets which were hitherto absent in the host 
countries and empower the domestic economies with new potentials for economic growth and development 
(Blomström & Kokko, 1998). This fascination reached its peak in the last two decades during which developing 
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countries have tried to out-compete each other through various incentives to foreign investors. Wan (2009) observed 
for example that between 1991 and 2000, inward FDI to the developing countries increased by seven folds, while their 
combined FDI stock expanded rapidly to five times greater than the earlier decade. 
Uganda is one of the African countries which fully embraced FDI in the early 1990s by actively promoting itself 
as one of the best destinations for FDI on the continent. A detailed historical account of FDI in Uganda and the 
initiatives taken by the current government to attract foreign investors can be found in Obwona (2001). But with over 
20 years of increasing FDI inflows, there have been many unanswered questions about the various effects of FDI to 
the Ugandan economy. One of those questions has been whether FDI has exerted a displacement effect on domestic 
investment over time. In recent years, domestic investors have repeatedly complained (and occasionally taken to 
strikes) over the uncontrolled entry of foreign investors into the country†. Their unrelenting claim has been that, with 
the help of government incentives, foreign investors have effectively out-competed their local counterparts and 
displaced them from business. A few other indicators, such as the ownership structure of licenced investments by the 
Uganda Investment Authority (UIA) also point towards the possibility of inward FDI exerting a displacement effect 
on domestic investment in the majority of sectors. For example, UIA statistics show that between the two decades 
(1991-2000 & 2001-2010) of promoting FDI to Uganda, the share of domestically owned investments dropped by 
significant proportions in the following sectors; Community and social services (30%) Manufacturing (19.5%), 
Agriculture, hunting, forestry and fishing (13.4%), Transport, storage and communication (9.9%), Electricity Gas and 
water (8.8%) and Finance, insurance real estate & business services (6.7%).  However, the domestic investment share 
increased in at least three sectors namely; Mining and quarrying (15.2%), Construction (14.6%) and Wholesale, retail, 
catering & accommodation services (14.2%). 
This study set out to investigate whether FDI has had a crowding-out effect on domestic investment in Uganda, 
both to the aggregate economy and through the various production sectors. We adopted the model of investment used 
by Agosin and Machado (2005), which was specifically built for the purpose of investigating the displacement effect 
of FDI on domestic investment in the developing world. Recalling the neoclassical growth theory which considers 
that new capital is created through investment (Romer, 1990), it was assumed that FDI as source of investment finance 
can be beneficial to the host economy only if it complements domestic capital accumulation. But if FDI crowds-out 
domestic investment, it would produce a counter-productive effect to the economy and its own purpose would become 
self-defeating (Moosa, 2002). 
The paper is divided into five sections. Section 2 presents a brief review of the literature, section 3 explains the 
theoretical framework, section 4 presents the data, analysis and regression results, while section 5 concludes and 
provides some policy implications.  
2. Review of related literature 
Part of the discontent with FDI originates from the fear of economic decline in the host countries arising from 
crowding-out many local firms and suffocating domestic technological development (Lipsey, 2004). Similarly, Leahy 
and Montagna (2000) argue that through direct product competition, domestic firms may suffer profit losses as 
Multinational Corporations (MNCs) capture their market shares from them. If the profit losses are severe, the domestic 
firms may close down completely leading to welfare losses in the host economy. Crowding-out domestic investment 
is also detested for some non-economic reasons such as the potential loss of national sovereignty (Buffie, 1993). These 
arguments indicate that the threat from FDI to domestic investment is real and worth examining. It is particularly 
important to watch out for the negative effect on domestic investment because of the scarcity of domestic 
entrepreneurship and the need to foster the available entrepreneurial talent in the developing world (Agosin & 
Machado, 2005). 
 
There are three possible effects of FDI on domestic investment; a crowding-in effect, a crowding-out effect and a 
neutral effect and each of these effects has been proven through empirical studies in different parts of the world. A 
 
 
† Evidence of domestic investors’ strikes can be traced in various Uganda media reports between the years 2002-2012. 
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crowding-in effect occurs when FDI complements domestic investment in the host country (Wang, 2010). Borensztein, 
De Gregorio, and Lee (1998) tested the effect of FDI on domestic investment for 69 developing countries and found a 
crowding-in effect both through complementarity to production and via higher efficiency from advanced technology. 
FDI may crowd-out domestic investment if instead of augmenting capital accumulation in the recipient country, it 
displaces domestic investors through channels such as competition in the product market, financial market or via 
superior technology (Borensztein et al., 1998; Mišun & Tomšík, 2002). Evidence of crowding-out effects have been 
found by Agosin and Machado (2005) in Latin America and De Backer and Sleuwaegen (2003) in Belgium, which 
have so far discredited the various FDI theories promoting the view the inflow of FDI to the developing world is 
necessarily associated with a rise in gross capital formation. Lastly, inward FDI will have a neutral effect on domestic 
investment if it brings a one-for-one increase in total investment in the host economy (Titarenko, 2005). Empirical 
evidence showing neutral effects can be found in Agosin and Machado (2005) for Africa and Asia, Kim and Seo 
(2003) for Korea and Wang (2010) for 26 developed countries in a pooled sample of 50 countries from around the 
world.  
This mixed evidence implies that the question of the displacement effect of FDI on domestic investment is still an 
open one. One way to explain the diversity of empirical findings is the variety of applied methods, samples and 
variables (Moosa, 2002). Examples of the methods used in the various studies include the endogenous growth model 
in which technological progress determines the long run growth (Borensztein et al., 1998) and an occupational choice 
model (De Backer & Sleuwaegen, 2003). However, the lack of consensus on FDI’s displacement question is not just 
a methodological issue, but a substantial one as well. While there is (for example) extensive empirical work on the 
forces determining the flow of FDI (Chakrabarti, 2001), there are only a handful of factual studies that have examined 
the displacement question, hence the imperative for additional studies. 
3. Theoretical framework 
The model of investment proposed by Agosin and Machado (2005) was adopted for this study. It is assumed that 
FDI enters straight into and becomes part of the existing basket of gross capital formation in the host economy; 
tftdt III ,, {           (1) 
tI , stands for total investment, while tdI , , tfI ,  represent domestic and foreign investment respectively. tfI , is a 
function of foreign direct investment (F) in this model. Practically, FDI inflows do not immediately translate into real 
investment. Therefore, a time lag of two years is allowed to enable all FDI to become real investment. Hence; 
22110,   ttttf FFFI JJJ         (2) 
Domestic investment is conceptualized as a stock variable, defined by the change between the desired and actual 
capital stock (Rama, 1993). The domestic investment model is hence specified as; 
)( ,
*
,, tdtdtd KKI  O          (3) 
*
,tdK is the desired capital stock by domestic investors, while ߣ is a stock adjustment coefficient and λ > 1. 
The desired amount of capital stock is a function of two distinct variables, namely; the expected growth ሺܩ௘ሻ as well 
as the difference (y) between actual output (Y) and full capacity output ( ௡ܻ). Thus the amount of capital stock is 
modelled as follows; 
t
e
ttd yGK 210
*
, MMM           (4) 
where; 1M , 2M  > 0 
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Based on the law of motion, it is possible to express capital stock at any point in time as the stock at the commencement 
of the year plus fresh investment, less depreciation (d) during the year; 
1,1,, )1(   tdtdtd IKdK         (5) 
Pooling together equations (3) to (5), gives rise to; 
2,
'
1,
'
2
'
1
'
0,   tdtdetd IIyGI OOMMM       (6) 
where; 2,
22
0
'
0 )1(  tdKdOMM ; 1'1 OMM  ; 2'2 OMM  ; )1(2' d OO  
We can now transform the total investment model in equation (1) through substituting equations (6) and (2) and 
obtain the following model; 
2
'
12
'
21
'
10
'
2
'
1
'
0   ttttttett IIFFFyGI OOJJJMMM     (7) 
where; OJJ  1'1 ; )]1([ 22'2 d OJJ  
Assuming rational expectations, the expected and actual growth should approximately be the same i.e. etG = ttG P
, tP being white noise. The alternative is adaptive expectations such that; 
2211   ttet GGG KK          (8) 
Equation (8) is used as the growth rate specification, for the purpose of simplicity. 
3.1. Testing the displacement effect of FDI on domestic investment 
Equations (7) and (8) were added to obtain the full investment model shown in equation (9) below. This model was 
regressed for the nine production sectors of the Ugandan economy.  
tittitititititititi GGIIFFFI ,2,71,62,51,42,31,2,1, HKEEEEEEED    (9) 
Where I is total investment/GDP ratio, F is FDI/GDP ratio, G is growth rate of GDP, α is a constant, ߚ௝ are parameter 
coefficients and ߝ  is the error term. In order to determine the displacement effect of FDI on domestic investment, the 
following long-run coefficient was computed as follows; 
¦
¦
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E           (10) 
The crowding-in / crowding-out effect depends on the value and significance of LTEˆ . Evaluating the significance 
of the LTEˆ  with the help of the Wald test, there are three likely outcomes; 
a) Using the chi-square, if we cannot reject the null hypothesis that LTEˆ ൌ ͳ, it implies that there is a one dollar 
increment in total investment, for every unit dollar of FDI inflow to Uganda. 
b) If LTEˆ > 1, it would imply that for every one dollar of FDI inflow, total investment in the economy increases by 
more than one dollar.  In this case, FDI would be said to have a crowding-in effect on domestic investment in Uganda. 
c) If LTEˆ ൏ ͳ, it would mean that for every one dollar of FDI inflow, total investment in the economy increases by 
less than a dollar.  In this case we would conclude that there exists a crowding-out effect on domestic investment.  
423 Kasule Twaha Ahmed et al. /  Procedia - Social and Behavioral Sciences  172 ( 2015 )  419 – 426 
4. Data, Analysis and results 
Data on aggregate and sectoral distribution of FDI was obtained from the Uganda Investment Authority (UIA) 
website. As a proxy for actual flows, analysis was based on planned investment licenced by the investment agency 
over the study period (1992-2012).  Sector based GDP growth rates for Uganda were obtained from the Uganda Bureau 
of Statistics (UBOS) while the overall GDP growth rates were taken from the World Development Indicators (WDI).  
All data series were standardized to 2005 constant US dollars. Unit root tests based on the Augmented Dickey-Fuller 
(results not reported here), indicated that both aggregate and sector series were stationary. Hence regression analysis 
was done using least squares on equation (9) to obtain the coefficientsߚ௝. Regressions were run for the nine sectors 
and one for the aggregate economy. The findings are reported in Table 1 below, including the relevant diagnostic 
results.  
The diagnostic tests indicate that the least squares models are appropriate and provide acceptable results. All the F-
statistics are significant, meaning that the models have strong predictive power. The high R2 values illustrate that the 
variability of the dependent variable in all cases is attributable to the model rather than the residuals. It is worth noting 
that while many coefficient values are individually insignificant, their joint Wald chi-squared statistics are all 
significant at 1% level. This allows the inclusion of these coefficients in the computation of the long-run displacement 
coefficient defined by equation (10) as applied by earlier studies (Agosin & Machado, 2005). Lastly, all the p-values 
of the LM test for autocorrelation are greater than 0.05. With insignificant test results, we cannot reject the null 
hypothesis for the absence of serial correlation in the data. 
Table 1: Investment models analysed using data for 1992-2012 (Least squares; dependent variable: I) 
 
Variable 
(1) 
Economy 
(2) 
Agriculture 
(3) 
Community 
(4) 
Construction 
(5) 
Electricity 
(6) 
Finance 
(7) 
Manufacture 
(8) 
Mining 
(9) 
Transport 
(10) 
Wholesale 
F 0.869*** 
(4.59) 
1.477*** 
(5.84) 
0.431* 
(2.12) 
0.004** 
(2.95) 
1.313* 
(2.08) 
0.759*** 
(6.79) 
0.936*** 
(4.67) 
0.692*** 
(5.68) 
1.001*** 
(8.55) 
3.830*** 
(3.657) 
F(-1) -0.270 
(-0.84) 
-1.219** 
(-2.31) 
-0.181 
(-1.49) 
0.006 
(0.04) 
-1.471 
(-0.99) 
0.089 
(0.56) 
-0.219 
(-0.96) 
0.131 
(0.55) 
0.166 
(0.52) 
1.659 
(1.342) 
F(-2) 0.366 
(1.17) 
0.171 
(0.40) 
-0.039 
(-0.266) 
0.002 
(1.32) 
0.727 
(0.295) 
-0.419 
(-1.98) 
0.557 
(1.55) 
0.771*** 
(3.95) 
0.111 
(0.31) 
0.801 
(0.771) 
I(-1)  0.500 
(1.74) 
0.614** 
(2.40) 
0.201 
(0.68) 
-0.198 
(-0.83) 
0.602** 
(2.29) 
0.054 
(0.24) 
0.109 
(0.61) 
-0.154 
(-0.68) 
-0.112 
(-0.37) 
-0.407 
(-1.39) 
I(-2) -0.267 
(-1.04) 
-0.092 
(-0.51) 
-0.584* 
(-2.84) 
-0.677* 
(-2.03) 
-0.459* 
(-1.890) 
0.390 
(1.81) 
0.099 
(0.28) 
-0.190 
(-1.25) 
-0.102 
(-0.31) 
-0.704** 
(-2-29) 
G(-1) 0.492** 
(2.21) 
-0.003 
(-0.74) 
0.682** 
(4.57) 
4.5E-04 
(0.72) 
-2.639 
(-1.29) 
-0.047 
(-0.23) 
0.009 
(0.48) 
0.005*** 
(5.80) 
0.005 
(0.72) 
0.013 
(0.84) 
G(-2) 0.025 
(0.12) 
0.009** 
(2.24) 
-0.056 
(-0.19) 
-0.001** 
(-2.42) 
5.822** 
(2.68) 
0.273 
(2.00) 
0.002 
(0.18) 
4.2E-05 
(0.03) 
0.001 
(0.06) 
0.032** 
(2.24) 
 
R2 
 
0.903 
 
0.893 
 
0.939 
 
0.774 
 
0.712 
 
0.957 
 
0.839 
 
0.947 
 
0.913 
 
0.693 
 
Wald(joint) 
 
101.9*** 
 
91.9*** 
 
46.8*** 
 
23.9*** 
 
24.7*** 
 
112.4*** 
 
57.6*** 
 
195.3*** 
 
115.9*** 
 
24.8*** 
 
F-stat 
 
14.56*** 
 
13.14*** 
 
6.69* 
 
3.42** 
 
3.53** 
 
16.05*** 
 
8.22*** 
 
27.89*** 
 
16.56*** 
 
3.54** 
 
D-W stat 
 
LM p-value 
 
1.89 
 
0.602 
 
1.77 
 
0.226 
 
2.49 
 
0.338 
 
2.53 
 
0.834 
 
1.82 
 
0.508 
 
1.71 
 
0.109 
 
2.07 
 
0.241 
 
2.18 
 
0.213 
 
2.00 
 
0.880 
 
1.99 
 
0.985 
Note: ***, **, * denote significant at 1%, 5% and 10% respectively. Figures in parentheses are asymptotic t-statistics 
Using equation (10), the long term coefficients linking inward FDI with total investment in the economy, as well 
as those of the specific sectors were computed. Equation (10) is the standard criterion for determining the Crowding-
in and Crowding-out effects according to our model. Table 2 reports the findings for the durable effects of FDI on 
domestic investment in Uganda. It presents the long-run coefficient values and their significance, based on the Wald 
Chi-squared tests, which provides the basis for rejecting or accepting our hypothesis about the long-run coefficient. 
The results suggest that to the aggregate economy, inward FDI neither crowds-in nor crowds-out domestic investment. 
424   Kasule Twaha Ahmed et al. /  Procedia - Social and Behavioral Sciences  172 ( 2015 )  419 – 426 
Whereas its computed coefficient (1.258) is greater than 1, it is statistically insignificant.  Hence a neutral effect. 
At the sectoral level, our findings reveal that there are three sets of effects; 1) there is a crowding-out effect in the 
Agriculture, Community, Construction and Finance sectors; 2) FDI has a crowding-in effect on two sectors, namely; 
mining and wholesale; 3) lastly, in at least three sectors; Electricity, Manufacturing and Transport, there is  neutral 
effect. These results compare favorably with those of earlier studies, which reported the three effects in different 
regions or industries (Agosin & Machado, 2005; Borensztein et al., 1998; Mišun & Tomšík, 2002).  
It can be argued that for those sectors where there is a crowding-out effect, FDI reduces domestic investment 
through a variety of negative externalities on those sectors, such as market competition which diminishes investment 
opportunities for the local investors. On the other hand, in the sectors where there is a crowding-in effect, it might be 
the case that these sectors are either under invested by the domestic entrepreneurs or FDI brings in product innovation 
which translate into positive externalities in these sectors.  
Table 2: Long-run effect of inward FDI on domestic investment 
 
Sector 
Long run coefficient 
linking FDI with total investment 
 
Wald Chi-Square 
 
FDI effect 
 
Economy (Uganda) 
 
1.258 
 
0.052 
 
No effect 
 
Agriculture 
 
0.897 
 
6.100** 
 
Crowding-out 
 
Community 
 
0.153 
 
5.470** 
 
Crowding-out 
 
Construction 
 
0.096 
 
15.19*** 
 
Crowding-out 
 
Electricity 
 
0.664 
 
0.016 
 
No effect 
 
Finance 
 
0.772 
 
2.911* 
 
Crowding-out 
 
Manufacturing 
 
1.608 
 
2.541 
 
No effect 
 
Mining 
 
1.187 
 
4.273** 
 
Crowding-in 
 
Transport 
 
1.053 
 
0.289 
 
No effect 
 
Wholesale 
 
2.978 
 
5.828** 
 
Crowding-in 
    
Note: ***, **, * denote significant at 1%, 5% and 10% respectively. 
4.1. Re-evaluation of the long run effects 
To obtain the results in table 2, we made a strong assumption about the significance of the long run coefficient LTEˆ
, i.e. for inward FDI to have any effect on domestic investment, the null hypothesis is such that LTEˆ = 1. This 
hypothesis presupposes that all FDI which enters the economy translates into real investment, so that when LTEˆ  is 
not significantly different from 1, it would imply a one-to-one effect from FDI to total investment. It has however been 
argued that not all FDI inflows convert into real investment as some of it may be used to purchase existing assets for 
the purpose of supporting current expenditure (Agosin & Machado, 2005). In addition, our analysis was based on 
planned investment as captured by the Uganda Investment Authority (UIA) at the licencing stage. It is reasonable to 
assume that only a fraction of planned investment would practically translate into real investment per year, due to a 
number of reasons, such as scaling down investment projects in case of unexpected structural bottlenecks in the 
economy and a choice to invest in phases over a prolonged period of time. Consequently, there is a basis for questioning 
the appropriateness of the initial critical value for the long-run coefficients and the corresponding effects of FDI on 
total investment.  If all registered inward FDI does not translate into real investment in the economy, it is possible that 
the critical value for the occurrence of the displacement effect can be less than one. To address this issue, Agosin and 
Machado (2005) re-evaluated their findings with critical values in the range of 0.7 to 0.9 and realized an improvement    
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in their Latin American sample, from significant crowding-out to neutrality.  
The idea of re-evaluating empirical results in this way can be traced to sensitivity analysis studies which usually 
subject the findings of a base equation to a robustness test by adjusting the conditioning information set. Using the 
Extreme Bounds Analysis (EBA) procedure for example, (Chakrabarti, 2001) concluded that his per-capita GDP 
coefficient was robust while that of the absolute GDP was not, from a base equation in which FDI was the dependent 
variable. Our analysis applied the range of critical values set by Agosin and Machado (2005). There were no changes 
in the initial effects, except for the lower range critical value of 0.7 whose results are reported in Table 3 below.   
With the null hypothesis that ߚመ௅் = 0.7, the long-run effect in the manufacturing sector changed from neutrality to 
crowding-in at 1% significance level. Similarly, there was notable improvement from crowding-out to neutrality in 
the finance and community sectors. But there were no changes in the overall economy as well in the Agriculture, 
Construction, Electricity, Mining, Transport and the Wholesale sectors. Overall, upon re-evaluation, we obtain 
crowding-in effects in three sectors out of nine. There is crowding-out in two sectors and no effect in four sectors. 
Hence our conclusion from this test is that the economy as a whole remains robust with a neutral effect, while results 
for only six sectors are robust. 
Table 3. Long run effects based on revised hypothesis (critical value = 0.7) 
 
Sector 
Long run coefficient 
linking FDI with total investment 
 
Wald Chi-Square 
 
FDI effect 
 
Economy (Uganda) 
 
1.258 
 
1.259 
 
No effect 
 
Agriculture 
 
0.897 
 
8.576*** 
 
Crowding-out 
 
Community 
 
0.153 
 
2.067 
 
No effect 
 
Construction 
 
0.096 
 
13.06*** 
 
Crowding-out 
 
Electricity 
 
0.664 
 
0.017 
 
No effect 
 
Finance 
 
0.772 
 
1.302 
 
No effect 
 
Manufacturing 
 
1.608 
 
7.476*** 
 
Crowding-in 
 
Mining 
 
1.187 
 
13.153*** 
 
Crowding-in 
 
Transport 
 
1.053 
 
1.350 
 
No effect 
 
Wholesale 
 
2.978 
 
6.569*** 
 
Crowding-in 
Note: ***, **, * denote significant at 1%, 5% and 10% respectively. 
4.2. Exogeneity test for the FDI variable 
Theoretically, host economies view FDI as an exogenous source of capital because it is generally determined by 
factors that relate to global economic conditions and the strategies of Multinational companies. Hence the veracity of 
our findings from the above analysis significantly rely on FDI being exogenous with respect to the variables specified 
for the total investment function. We tested for the exogeneity of FDI in the nine sectors using FDI as the dependent 
variable, while lagged sector growth rates and lagged FDI were specified as the independent variables, as shown in 
the following equation. 
'
,2,
'
41,
'
32,
'
21,
'
1
'
, tititititiiti GGFFF PTTTTG        (11) 
 Equation (11) was estimated using least squares for data spanning from 1992 to 2012. (results are available on 
request). The p-values for the coefficients of the growth rate variables are statistically insignificant, thus we conclude 
that past growth rates did not influence inward FDI, and hence there was no endogeneity problem in the analysis.  
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5. Conclusion and policy implications 
We have investigated the displacement effect of inward FDI on domestic investment in Uganda, both on the overall 
economy and through the nine production sectors.  Our findings have shown a robust neutral effect on the overall 
economy. However at the sectoral level, there have been neutral, crowding-in and crowding-out effects.  It has been 
demonstrated that there is a persistent crowding-out effect in both the Agriculture and Construction sectors, implying 
that foreign investment effectively displaces domestic investment in the two sectors. This effect is probably due to the 
fact that foreign investors can easily out-compete domestic investors particularly due to their superior technology 
which gives foreign investors the competitive advantage over their domestic counter parts.   
We have also found that there is consistent crowding-in effect in two sectors namely; the mining and the wholesale 
sectors. With a revised critical value for the Wald chi squared test, the manufacturing sector turns out with a crowding-
in effect, meaning that the three sectors enjoy positive externalities from inward FDI. The crowding-in effect could be 
either because these sectors are under invested by local investors, or because inward FDI brings direct benefits to the 
sectors such as absorbable technology, better management or new markets. 
The last category of sectors including transport, finance, electricity and community services have either maintained 
or improved to the neutral effect in the alternative analyses. This implies that inward FDI does not significantly affect 
domestic investment in those sectors. The neutral effect suggests that there are either no transferable externalities from 
the inward FDI or, such externalities are not big enough to make a significant impact on domestic investment. 
 Based on these findings, it is recommended that government should introduce a preferential treatment policy with 
respect to attracting foreign investors to the country. For the sectors where FDI is associated with a crowding-out 
effect, there should be safety measures to protect domestic investors from falling out of business while those associated 
with a crowding-in effect should be opened up and promoted for more inflows of FDI.   
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